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What Cost Shopping Centers? 


It is common knowledge that the cost of developing land for any particular 
purpose has skyrocketed in recent years. 


It is probably fair to say that in no field has this been truer than in the 
field of selling the necessities and luxuries of living to the American family. 


Today’s shopping center, even in its most modest form, is a far cry from 
yesterday’s weatherboarded and planked floor general store with its pot bellied 
stove inside and its hitching post out front; yet both basically serve the same 


purpose. 


Determining the cost of setting up the physical and operating facilities of 
the old general store in the small country town or at the crossroads was duck 
soup compared to the difficulty in that respect facing the modern “general store” 
which is today’s planned and integrated shopping center. In the earlier days 
it is doubtful whether any proprietor really knew what were his true costs in 
doing business, nor was this knowledge as essential as it is today. With a piece 
of land, a simple frame or brick building and some tables and wall hooks, the 
general store was in business. 


Today’s shopping center owner has to concern himself with capital costs, 
legal and professional fees, pre-opening costs, financing, promotion, merchants 
associations, management, leasing, common area maintenance, minimum guaran- 
tees, overage rents, taxes, etc., etc. It seems fair to raise the question, “What 
cost shopping centers?”, for it is doubtful if many shopping center develope:s 
and owners actually know what it is costing them to build and operate a center 
with relation to the income it may produce. 


ULI’s Shopping Center Cost Study 


In order to throw more factual light on this little known and understood 
field, the Trustees of ULI have authorized a study of shopping center costs to 
be undertaken over the next year under the general supervision of a committee 
of the Community Builders’ Council, chairmanned by Irving G. Bjork. Other 
members of the committee are: Paul D. Ambrose, David D. Bohannon, W. W. 
Caruth, Jr., James B. Douglas, Roy P. Drachman, Robert T. Nahas, Willard G. 
Rouse, John C. Taylor, and J. W. York. 


The basic objectives of the study are: 


(a) To be useful to prospective developers in pointing up to 
them those elements of cost which must be considered in 
establishing ranges of actual cost. 


(b) To provide comparative statistics to the owners of existing 
centers, by which they may judge their own operations. 


It is anticipated that the study will involve a substantial amount of field 
work over a period of some six to eight months with coverage by geographic 
areas as well as by type of center. 


What has a study of shopping center costs to do with urban land use? A 
great deal, although the fact is too often forgotten. Costs involve the economics 
of land use and the question of whether or not the shopping center is and will 
continue to be an economically sound element of land use in urban and suburban 
areas. This aspect of the shopping center can have a profound effect on our 
future land use pattern. 


M.S.W. 
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ULI COMMUNITY BUILDERS’ 
COUNCIL MEETING 


ULI Community Builders’ Council 
will hold its next plan analysis session 
on Thursday, January 21, 1960, in the 
Upper Tower Room of the Conrad 
Hilton Hotel in Chicago. This one-day 
meeting is arranged annually to coin- 
cide with the last day of the National 
Association of Home Builders’ Con- 
vention and Exposition for the conven- 
ience of Sustaining members who will 
be attending the NAHB events. 

In advance of the general announce- 
ment to the Sustaining membership, a 
full complement of requests for project 
presentations has been received. For 
those who will be in attendance, this 
fact in itself indicates the value of the 
discussions about planning principles 
and operational details for shopping 
centers and residential communities 
which will take place. 
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THE SHOPPING CENTER REVOLUTION, EVOLUTION AND TRENDS 


When James B. Douglas, the author, speaks about shop- 
ping centers he does so with authority. 
the man credited with the development of Northgate, the 
prototype of our present-day merchandising complex now 
known as the regional shopping center, he is also the 
genius behind Bergen Mall, a recently opened regional 
center in Paramus, New Jersey, and Southcenter, a new 


center in the South Seattle market. 


I want to describe very briefly how 
far this phenomenon of shopping cen- 
ters—and I am speaking of regional 
shopping centers—has gone; where I 
think we are now; and some of the 
problems in the future and what I 
think it will take to solve them. 


Ten Years of Progress 
How far have we gone? 

the Northgate organization on May 
16th, 1949. At that time we had a 
very irregular piece of land with quite 
a few holes in it. The assembly job 
was only partially done. The grading 
had been started. That was all that 
had been done—yet this was North- 
gate, and this was only ten years ago. 
We are in an industry that is only ten 
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years old, but in that period it has 
made a tremendous impact on all 
America. 


At the time we were developing 
Northgate I had a great deal of help 
from a lot of people, in particular 
I had help from Judge Potter and the 
Urban Land Institute. From others 
I had conflicting suggestions. When I 
was out walking up and down the mall 
with different people one would say, 
“Well, everything is fine, but your 
mall is too wide.” Then I would join 
another person who would say, “Every- 
thing is fine, but your mall is too 
narrow.” Then I would join another 
who would say, ‘Your buildings are too 
high;” then the next one would say, 
“Your buildings are too low.” How- 
ever, the principal thing I was told 
by people at that time was that we 
were building entirely too much in 
area, building it much bigger than it 
should be or had any chance of be- 
coming, that there would never be a 
demand for such a large area and that 
we would therefore be in real trouble. 
You will be interested to know that 
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just ten years later, at this present 
time, we have plans on the drawing 
board to substantially double the size 
of Northgate, and we certainly expect 
these plans to be carried out! 

Ten years ago the type of work 
people in the regional center business 
were doing was a very different type 
of selling job from that being done 
today. You would be amazed to know 
that some of the major chains I called 
on at that time said, “So you’re build- 
ing on both sides of the street; the 
street goes down the middle, but you 
tell us, Mr. Douglas, you are not going 
to let any cars go on that street. Mr. 
Douglas, you are missing one very, 
very important point in the retail busi- 
ness: the retailers live on traffic and 
you are taking the traffic away from us. 
Mr. Douglas, if you will open up the 
mall and let cars go up and down, 
then we will be interested. If you 
won’t, why, we just don’t want any 
part of your project.” 

That was ten years ago. Today it 
would be a little difficult to sell a proj- 
ect of three-quarters of a million to 
a million feet without a mall, and 
maybe without a number of malls. 

The truck delivery tunnel was a new 
thing at that time. There was much 
discussion as to whether there should 
be a tunnel or should not be a tunnel. 
This morning you heard Mr. Rouse 
speak very forcefully on this subject; 
and it was his opinion, since he has 
one center with a tunnel and one 
without, there should be a tunnel. I 
think every center is different. Each 
one has to be analyzed on its own 
individual factors and a _ conclusion 
reached on that basis. We have a 
tunnel in Northgate and it seems to 
work quite well. We are now develop- 
ing another center in the Seattle area 
without a tunnel. 


Mr. Douglas is a member of the Executive Group of 
ULI’s Community Builders’ Council and a member of that 
Council’s recently 
Center Costs—see Plan-itorial, page 2. 
Mr. Douglas’ remarks about regional shopping centers and 
their development trends was the luncheon session at the 
Community Builders’ Council meeting in Montreal, Canada, 


inaugurated Committee o~ Shopping 


The occasion for 


We have been through these head- 
aches; we have been through the sell- 
ing of this new concept, the regional 
shopping center; and we have reached 
the point now where malls are ac- 
cepted, where people are not asking 
us whether there is enough walk-in 
traffic. They know they cannot depend 
on walk-in traffic. We are at the 
point at which, instead of our having 
to go to the tenants and sell them 
this new philosophy, in many cases 
the tenants are coming to us. 

It is refreshing to me now to read 
the annual statements of some of our 
major chain stores. In them they will 
announce that “next year we are going 
to open twenty units” or whatever 
their plans may be, and they will 
always add “eighteen of these will be 
in regional shopping centers” or “twenty 
will be in regional shopping centers.” 
In other words, in the short space of 
ten years the retailers have swung 
from the point where they wanted to 
be shown—where they could not be- 
lieve this change was taking place—to 
the point where now the retailer is 
demanding tenancy in the regional 
shopping centers of America. 

We have been through the same sort 
of evolution with regard to the City 
Fathers in the various cities in which 
we are operating. There was a period 
when the various taxing authorities 
and the various municipal authorities 
took the attitude that we were doing 
a very bad thing for the cities; we 
were taking away from downtown 
valuations and, as a consequence, the 
taxing power and any other force 
should be put to use to stop our de- 
velopment. 

When I say this has changed, I say 
it knowing that Bob Nahas is looking 
at me and saying, “No, it hasn’t, Jim, 
it hasn’t.” He is saying, “Things are 
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still tough all around.” All right, they 
are tough all around, but the City 
Fathers have their ears to the ground; 
they recognize the fact that their 
constituents, the people who put them 
into office and keep them in office, 
like us. They like what we are doing 
for the community. We are providing 
a service, a service their constituents 
like, and the day of damning us, if 
it is not over, is very close to being 
over. 

The tenants are doing well; they 
are making more money generally 
than they had any hope of making 
before. Sales volumes are continuing 
to increase, and these are increases 
upon increases upon increases. Every- 
where we look we hear the word 
“successful.” 


We Must Take Some Frosting 
Off The Cake 


Everyone but one person tells us 
we are successful, and that one person 
happens to be our accountant. Our 
accountant hears what a_ wonderful 
job we are doing. We tell him every- 
thing is just fine, yet he produces for 
us an annual statement which we can- 
not believe when we read it. When 
I say “we,” I do not mean just me, I 
mean a lot of people in the United 
States who are not even earning inter- 
est charges, amortization and what-not. 
There are very few centers in the 
United States which show what I con- 
sider to be an adequate return on the 
equity capital that has been invested. 

We have learned how to build marble 
palaces. We have learned how to pave 
our malls in ground diamonds. Now 
we must unlearn some of the things 
we have learned. We must find out 
how to do the job less expensively. 
We must learn how to take some of the 
frosting off the cake because the amount 
of volume we can put through a shop- 
ping center today will not justify some 
of the costs that are going into some 
of the centers being built in America. 

This problem has been compounded 
by the fact that the insurance com- 
panies—and I recognize the fact that 
there are some representatives of in- 
surance companies here today—have 
become so unreasonable in their de- 
mands that they have now reached 
a point at which they are asking 31, 
4 and 5 per cent. I say that rather 
facetiously and I do not mean it in 
the way it sounds. I think an insur- 
ance company should give its money 
at the rate people are willing to pay 
for it. We have to compete with some 
other types of business in buying the 
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product the insurance company sells, 
and that product is money. We have 
to compete with other people who can 
use that money. 

We are facing a very difficult tax 
problem. First we build these marble 
palaces, then we have a high interest 
rate, then we have a killing tax on 
top of this, and that tax is not just 
on us, it is on everyone. More schools 
and more roads are being built, more 
of everything is being built in our 
municipalities, and those costs are going 
up just as our costs are going up. 

These are major danger signs, major 
problems that I see in the shopping 
center business today, signs that frankly 
concern me very greatly and indicate 
to me that we should all take a look, 
a big look, at what we are doing to 
make sure that we are going in the 
right direction in this business. 

I went over these notes with Mrs. 
Douglas on the plane coming over here. 
She said, “Well, just a minue; what 
you are trying to do is get people 
out of the shopping center business so 
everything will be better for you.” I 
said, “No; no, that is not what I am 
doing, that is not my point at all. 
Failures in this business do not do us 
any good at all.” 

If everyone in the business was suc- 
cessful our job as developers would be 
much easier. Failures do not help us 
and they do not help our competitor. 
We should do everything we can to 
help the man who is developing a proj- 
ect close by to prevent a failure—par- 
ticularly if we can prevent him from 
building! 

Failure does not help the lending 
agency. The insurance company has 
given the money in order to make 
interest; and it is up to them to take 
as small a risk as possible in placing 
their money and to charge a rate 
commensurate with the risk involved 
in putting out the loan. 

Failures do not help the tenants. 
Tenants going into a center spend a 
lot of money on fixtures, putting in 
merchandise, and on management for 
their stores. You do not do them any 
favor when you develop a center which 
should not have been developed. 





Causes of Failure 


Luckily, at this point we have enough 
knowledge of the business to enable 
us to prevent failure although, unfor- 
tunately, some failures are being bred 
right now. We can now look over the 
failures of the past and pretty well 
tell why they occurred. 

I think the greatest reason for failure 


is that centers have been built in 
areas where there was insufficient mar- 
ket to support them. Would-be devel- 
opers have gone out to Northland, for 
instance, and have looked at the 
1,100,000 square feet and have said, 
“This is just exactly what we want” 
and they have gone back to some town 
of 50,000 or 100,000 inhabitants and 
tried to do the same thing. Obviously, 
it takes people to make a big regional 
center succeed, and very often suffi- 
cient population is not available where 
these centers are being built. 

When you build a center, even though 
you have plenty of market and build 
a big center with plenty of parking 
around it, there is no reason to ask 
the customers to go to that center 
unless there is some magnetism, some 
pulling power, that will make them go 
there. That pulling wower is the 
tenants. If you go in with unknown 
tenants you need not expect customers 
to go into those stores just because 
there is parking outside; that just is 
not going to happen. 


The greatest single factor in any 
center is the magnetism you build 
through your leasing program. An- 


other very important fault to avoid 
is poor layout in utilizing traffic—not 
pulling it by smaller shops in order to 
reach the big ones. This can be a 
built-in cause of failure. 

I have mentioned that too much 
money is being put into some centers. 
Some developers will say $30 a square 
foot is too much, that $10 is just right. 
I do not know; I think there are cen- 
ters where $30 is easily justified and 
others where $10 is too much. There 
are many factors to be determined be- 
fore you can decide how much money 
should go into a center. 

Unsound lease deals have a lot to 
do with the cross roads at which we 
now find ourselves. Tenants have 
helped to make some of these unsound 
deals. They are building failure into 
many of the projects of the country, 
no matter how much volume they do. 
There is not sufficient volume in some 
of those centers to pay off under the 
leasing pattern they maintain. 

Also, there are a great many people 
who have gone into the regional shop- 
ping center business merely because 
they owned a piece of well located 
land. So they expected to ride with 
the land, borrow on the deal and re- 
main solvent. They were underfinanced 
and unable to stay with the project 
until success came. Lack of capital 
alone has had a lot to do with some 
of the failures we have seen. 
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Tests to Forecast Success or Failure 


We have been able to analyze some 
of these errors of the past and to 


develop certain tests to determine 
whether a center will be successful 
or not. It is encouraging to me in 


the shopping center business to see 
that the insurance companies also are 
using tests to determine success or 
failure and that these tests are lead- 
ing them to a very intelligent basis for 
the appraisal of a center. They are 
finding some of the rules they had 
applied earlier in the game led to 
the wrong answer, that there have 
been failures in some of the centers 
which they thought would be success- 
ful. I feel the insurance companies 
will be extremely helpful to us in 
the future in applying tests to a par- 
ticular center and telling us whether 
it is doomed to failure and, if so, 
in recommending necessary changes to 
turn failure into success. 

In the same way, tenants are devel- 
oping tests by which they can deter- 
mine which centers will be successful. 
These tests will be extremely valuable 
to developers if the danger signs are 
intelligently communicated to us. A 
tenant who is in fifty or a hundred 
centers is probably in a better position 
to tell us some of the things that have 
made for success or failure in other 
centers than we who are in a limited 
number of centers. 

There is one other tool we should 
have for determining future success— 
the most necessary I know. It is a 
test to measure the management know- 
how of the owner-developer. He has 
to be more than a promoter, but he 
has to be a promoter. He has to 
be a capitalist; he has to have some 
equity to start with, particularly today. 
He has to be an architect, because 
even the best architect in the country 
will build a monument to himself if 
you do not control him. Then he has 
to be a construction man, because no 
matter who you hire needs supervision 
and control. He has to be a retail 
trouble-shooter with experience in 
merchandising, and a public relations 
expert with an appreciation of the 
importance of his center’s participation 
in the civic affairs of the community. 
He must also be an accountant; and 
finally, he has to be a gambler, for 
these projects still have a certain risk 
in them. 

You who heard J. W. York’s presenta- 
tion this morning listened to one of 
the few men in the business who com- 
bines all of the above qualifications. 
You have heard many of the prin- 
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understood as being 
business violated by 
he has taken in the 
past. But he, with intelligence and a 
full knowledge of the business, has 
given the real know-how to his center 
—but without “Willie” York, himself, 
in that center, I shudder to think what 
the outcome would have been! 


Necessary Aids 


So one person has to have many 
facets, many departments to take care 
of personally, or, if there are voids in 
his background, he must fill those 
voids with other people. In addition, 
he must have the really sound back-up 
team that is available today. 

The developer must have a market 
analyst who is able to go into the 
market ahead of any construction or 
even any land deal and tell him 
whether the market is there, appraise 
the market, telling him its size, quality 
and character. There are people avail- 
able who have had a lot of experience 
in the business and to try to do the job 
without their help can be very costly, 
much more costly than their fee. 

Also, going in with an inexperienced 
architect is a very hazardous business 
in my opinion. Ten years ago you had 
to take that risk because there were 
no shopping center architects. Today 
there are quite a number who have had 
experience in the shopping center field. 
If the services of these architects are 
used, I can tell you that we have paid 
for their education and we have saved 
you a lot of money because we have 
taught them the business and they have 
made their mistakes at our expense. 
So there is no useful purpose served 
in training new ones unless someone 
comes along who has unusual promise 
in this field. 

The developer who today buys .ex- 
pensive land, erects buildings, leases 
those buildings and opens his center 
without the help of a strong promotion 
team also is making a tremendous 
mistake. I have often referred to that 
mistake as being like the watchmaker 
who puts a watch together; the parts 
in it may be really good, it may have 
a seventeen-jewel movement, but it 
needs something more to make it tick; 
it needs winding. That is what the 
promotion people do in this business. 
They are the people who take the 
Swiss watch and wind it up to make 
it tick. You will spend millions of 
dollars on your center, and you had 
better spend a few hundred thousand 
dollars in addition on winding it up to 
make it tick. 


From the standpoint of adequate 
capital, almost all the centers of today, 
whether they are well planned or not, 
will pull up, in my opinion. In other 
words, each year’s increased volumes 
added to the increases of the years 
before will, over a period of time, pull 
out the center that is poorly planned, 
poorly located, and even poorly ten- 
anted. The only thing you have to 
ask is whether you are going to own 
that center when it pulls out. You can 
answer that by knowing whether you 
have adequate capital to stay with it 
and to prevent foreclosure. 


Requirements for Future Success 


In the future there must be much 
greater consideration given to tenant 
drawing power. In the past we have 
all been entranced with names. If 
a particular name appeared over the 
top of one of our stores we felt our 
center had arrived. That is not neces- 
sarily the case. A very high tenant 
with a fine name and high quality mer- 
chandising can make a terrific flow 
in a medium or high income market. 
There are cases where high tenants 
have tried to make a success in lower 
priced markets. The tenant who takes 
his downtown store of six or seven 
hundred thousand square feet and at- 
tempts to condense it into forty or 
fifty thousand square feet in a suburban 
center is making a mistake in my 
opinion, and is not giving us the tenant 
drawing power we need even though 
his very important name appears over 
the door. 

Know-how on the part of the tenant 
is equally important as know-how on 
the part of the developer. There are 
tenants today who have had extensive 
experience in the suburban business. 
Tenants who have not had that ex- 
perience certainly are going to have 
to get busy and get it if they are 
going to make a success in the com- 
petitive markets. 


Need for Uniform Terminology 
and Cost Accounting 


We must learn more about control- 
ling our costs than we know now. One 
developer told us he was able to tack 
a dollar and fifteen cents a square foot 
on top of the rent of his particular 
tenant, but how many developments are 
there like that around the country? 
There are not very many. This devel- 
oper would tell you that himself. He 
would tell you that if he were working 
in this town, that town or some other 
town, he would trim his costs down to 


Page Five 








the point where the tenants would 
have to live with those costs, and that 
in most cases we had better forget a 
dollar and fifteen cents tacked onto the 
top of the tenants’ rent bills. 

There is one other service I think 
we can perform and that we should 
perform in the development of tests 
in the shopping center field. It is the 
very complex subject of accounting. 
This business must develop standards 
first, particularly standard terminology. 
When we talk about gross floor space 
no one knows what we are talking 
about. How do we measure floor space? 
Do we measure rental or total space? 
When we measure total, do we include 
the tunnel area or do we not include it 
as part of the total floor space? We 
must work out uniform terminology so 
that when we compare notes back and 
forth we are comparing the notes on 
a product that is uniform. 

Next, we must develop a series of 
cost figures that are available to the 
developer who is thinking of going 
into our business, and they must show 
honest Instead of telling a 
developer, “We did a wonderful job; 
we developed a project that cost $12 
a square foot;’ we should tell him 
that we developed a project at $12 a 
square foot and that it cost $3.50 
a square foot to put in the mall, side- 
walks, paving and the other things 
that go with construction. Let us start 
in really soon with honest figures on 
costs so that the developer contem- 
plating a shopping center knows what 
costs will be involved. 


costs. 


Let us go one step further and 
develop figures for a uniform cost 


accounting system from which the de- 
veloper will be able to determine what 
his operating cost will be. We hear 
once in a while the rule-of-thumb that 
if you are able to get 10 per cent of 
the cost of production for a particular 
space, that 10 per cent will carry the 
deal. Will it or will it not? Ten 
per cent may carry interest, amortiza- 
tion, taxes and insurance, but how 
much is your management expense? 
You think you know what your taxes 
are going to be this year, but do you 
know what they are going to be next 
year? These variables (as far as we 
are able to eliminate them) should be 
eliminated by producing standard cost 
figures. 

I am happy to say the Urban Land 
Institute has appointed a committee 
to go into this project. This com- 
mittee has a long hard job ahead of it. 
Other industries have developed stand- 
ard accounting procedures. It has 
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taken them a long time to do it, and 
I can tell you that we will not do this 
overnight, but when it is done we will 
give the new developer a tool which 
will enable him to project. We will 
be providing a great service for the 


industry by collating those figures. 
They will be very helpful to the de- 
veloper and to ULI because such 


information will go a long way toward 
preventing failures in the future, fail- 
ures which do not help any of us. 


Favorable Aspects of the Future 


We are in a 
Everything is on our side as far as 
the future is concerned. The rush to 
the suburbs is continuing, and that 
rush is the right type of rush for us. 
The people who are going to the sub- 
urbs are young people, people with 
children, people in the better income 
groups—and I do not mean high—who 
are perfect for the shopping center 
market. Freeways are being built; they 
are reaching out further to bring 
people from greater distances. There 
are more and better automobiles, more 
two-car families all over the country, 
and this is a fact tremendously favor- 
able to shopping centers. The retailers 
are receptive to what we are selling 
in spite of the fact that we still have 
a negotiating job. The ice has been 
broken with tenants; the tenants have 
found that they not only can get into 
our centers more cheaply than into a 
downtown store, but they have also 
found that the volume is satisfactory 
and the cost of doing suburban busi- 
ness generally is more satisfactory to 
them than the cost of doing business 
downtown. 

Shopping center problems are be- 
coming fewer; downtown problems are 
increasing. Public transportation is 
poor; the equipment is getting old and 
there is not the incentive to replace 
it. Public transportation is becoming 
more expensive, and that makes free 
parking look more attractive all the 
time. 

I mentioned before that the City 
Fathers are getting over the practice 
of condemning the outlying shopping 
center. They found out that bringing 
services to one suburban regional cen- 
ter is considerably cheaper than taking 
city services to a number of small 
developments. 


wonderful business. 


How to Overcome Unfavorable Factors 


The very factors making your shop- 
ping center business look better now 
are the factors which will make trouble 
in the future. You have no monopoly 


on your market. Sure, if you build 
a regional center you feel you have 
the ideal location, and you probably 
do; but you do not own everything. 
You have no monopoly. You do not 
own the tenants. There are tenants 
available for your competitors and 
there is land available for them. Your 
competitor will go into your business 
even though in many cases failure is 
assured. 

How do we combat this? First, I 
think we have to combat it as best we 
can by becoming “Willie Yorks”; in 
other words, by developing manage- 
ment know-how that will build suc- 
cess into our centers when the new 
competitors may not have that same 
know-how. We must work with our 
merchants and the merchants must 
work among themselves to improve 
their know-how. They are going to 
find it necessary to work hard for 
their volume in the future and you 
must encourage good merchants in 
your development and permit them to 
grow. I was tremendously impressed 
with Willie York’s comments on that 
subject this morning and with the fact 
that he had a shop in his center which 
doubled and doubled again in size. He 
recognized the fact that if he did not 
permit that merchant to grow, he 
would move out into some other area 
and do his growing somewhere else. 

We must work with the good mer- 
chant and permit him to grow, but 
in doing so we must be extremely 
careful that this good merchant does 
not grow by taking over the space 
allocated to the service tenants in the 
project. It is a great temptation in 
many cases. Your post office pays you 
$1.10 a square foot and the merchant 
next door will pay $2 or $3 a square 
foot or more. It is an awful tempta- 
tion to eliminate some of the traffic 
generators that have been responsible 
for the success of your center in order 
to make room for higher rent payers. 
I do not mean that the shoe mender, 
the barber shop, the dry cleaner, or 
whatever it is, should not be moved 
and maybe should not take a _ less 
desirable location, but we have become 
successful in this business by building 
completeness into our centers, and let 
us not sacrifice that completeness in 
order to obtain higher rents. 

Further space must be provided for 
new tenants, tenants whom, maybe, 
you asked to come into your center at 
first and who would not come in. You 
may have been very upset about them 
at the time, but if you do not make 
space for them they are going to be 
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sitting ducks for your competitor who 
wants to build a shopping center a 
mile or two away. 

There has to be room for expansion, 
and you must expand your parking at 
the same time you expand your retail- 
ing or you will kill the goose that 
laid the golden egg. 

Further, you must go into business 
that is completely divorced from shop- 
ping. I have in mind such things as 
medical buildings, amusements, office 
buildings, and various other features 
that give you the completeness of the 
city you are building, because you are 
building cities. If you do not take 
leadership in making room available 
for these other facilities—office build- 
ings, medical buildings, and other 
things—they will come around anyway. 
They will surround your center and in 
such a way as to choke it and do it 
harm rather than good. 

I say you must do this, but it is 
not a hardship at all because there is 
money to be made in doing it. These 
people will pay handsomely for the 
location you have created, but you do 
have to take the lead in making the 
space available to them. 

I have talked about the profession 
of management. Each of the subjects 
on which I have touched is a part of 
the management profession. In my 
opinion, we have to look upon our 
job as that of a continuing manage- 
ment job. We have to look upon it in 
the way a lawyer or a doctor, or any 
other professional man looks upon 
his job. 

Fortunately, in developing our man- 
agement technique we have one terrific 
tool available to us, and I want to 
express my gratitude for that particular 
tool right now. I refer to the Urban 
Land Institute. If you were to attempt 
to hire men like John Taylor, or Hugh 
Potter, or Dave Bohannon, you would 
realize how valuable they are. Their 
services have been available to you 
for nothing throughout the years. Not 
only have their services been available 
to you through the Institute’s sustain- 
ing membership, but these are people 
who are anxious to work with you and 
see that any mistakes they may have 
made themselves in the past are not 
made in your particular developments, 
because when we make mistakes in this 
business, they are there to damn us 
for a long time. The Urban Land 
Institute is a wonderful thing, a won- 
derful organization which can bring 
help to each one of you who wants to 
be helped. 

When you make a success of this 


Urban Land 


business that success 
reward in two ways. 
monetary. 


will bring its 
One way will be 
People are going to make 
money in this business; I tell you 
frankly they will. But reward will 
come to you also from doing a sound 
management job, and that reward will 
be much greater than the monetary 
one. It will be the opportunity very 
soon to look at this monument you 
have been able to erect. You will have 
built a city in a matter of a few years 
when other cities have been built over 
a period of generations. You will ob- 
tain the same satisfaction, I am sure, 
from doing a sound management job 
in your centers that J. C. Nichols 
received when he looked back at the 
Country Club Plaza, when he realized 
all the troubles that had gone before 
and then, looking at the fulfillment 
of his dream, said, “This is what I 
have created in a very few years.” That 
satisfaction must have been greater 
than any monetary reward he re- 
ceived, and it will come to each of 
you in the shopping center business 
if you make a real study of your job 
and if you apply what you are able 
to learn about the business from your 
associates here in the Urban Land 
Institute. 





DEVICE TO END CAR SMOG SEEN 
IN LOS ANGELES 

Air pollution experts say a device 

invented by a nuclear scientist may 

end Los Angeles’ long battle with smog, 

according to an AP news release, 


October 23, 1959. 
Smith Griswold, head of the Air 
Pollution Control District, told the 


Board of Supervisors that the device 
“is capable of rolling back smog to 
the pre-1940 level.” There wasn’t any 
smog to mention in Los Angeles be- 
fore 1940. Supervisors immediately 
clamored for a State law requiring 
that the invention—an afterburner ex- 
haust manifold—be on all 1961 cars 
sold in California. 


Last Unchecked Source 

Mr. Griswold’s experts say auto ex- 
haust is the last unchecked source of 
smog-producing hydrocarbons in Los 
Angeles. Exhaust fumes are known 
to contribute to air pollution in other 
cities, too. 

Mr. Griswold said the new device 
will cost no more than $125 and will 
be 80 to 90 per cent effective in halting 
a car’s emissions of hydrocarbons. Dr. 
Stuart Ridgeway of the Thompson 
Ramo-Wooldridge Corp. invented it. 


Other companies have developed 
anti-smog mufflers which use catalysts, 
chemicals which burn the hydrocarbons 
out of the fumes as they pass through. 
Dr. Ridgeway’s system builds up the 
heat to a point where the hydrocarbons 
—smog-producing elements in fuel 
are consumed. 

The Thompson Ramo-Wooldridge de- 
vice is a manifold with an air pump, 
its only moving part. This blows oxy- 
gen into the exhaust gases, like the 
blacksmith’s bellows, to burn the gases 
at about 1,500 degrees. 

“This device would replace the nor- 
mal muffler,” Dr. Ridgeway said. “It 
could also replace the heater as a source 
of car heat, if there was a need for it— 
say if there wasn’t room for a heater 
under the hocd.” 

The afterburner system has nothing 
to be replaced and completely elimi- 
nates carbon monoxide. The system, 
said Dr. Ridgeway, “probably draws 
less from the operating efficiency of 
your car than the windshield wipers.” 








SUBDIVISION “WINDFALL” 
APPRECIATION 


by 
Louis Reese, M.A.I. 
Birmingham, Alabama 


(Epitor’s Note: Mr. Reese’s remarks 
originally appeared in The Appraiser, 
published monthly by the American 
Institute of Real Estate Appraisers, 
Chicago, Ill. and appears here with 
permission. ) 

Our cities tend to grow in the form 
of a giant octopus, whose tentacles 
represent the strip developments reach- 
ing out into the country along major 
roads and highways. Between the 
tentacles vast areas that are closer to 
the heart of the city than outlying 
developed tentacles, remain undevel- 
oped because they are further away 
in time. 

As transportation improves and cuts 
the time to downtowns, allowing the 
commuter to live further and further 
from the central city, available land 
suitable for subdivision is greatly in- 
creased. This should have its historic 
effect on land prices, and no doubt it 
has had some dampening effect. But 
among many who have watched prices 
for typical subdivision land rise from 
$200 or $300 per acre to $2,000 to $3,000 
in the last 12 years, and in some 
localities to $6,000 and $8,000, doubts 
arise as to the effectiveness of this 
principle in making its fullest con- 
tribution to keeping home costs within 
reasonable bounds. 
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The reason would appear to be that 
all this land in fact is not available to 
the subdivider. Instead—he is largely 
limited to land adjacent to utilities. 
In this situation, rather than pay $2,500 
an acre for land adjoining utilities, 
some developers, however, will often 
go an extra mile farther out and pur- 
chase land for $500 an acre, and then 
install wells and septic tanks at large 
added costs to the eventual home pur- 
chaser. This expense waste 
to the home owner, and the community 
as a whole, because soon the neighbor- 
hood builds up enough to justify exten- 
sion of regular utility services into the 
area, and the home owners gradually 
abandon the wells and septic tanks at 
a dead loss. 


is sheer 


Equitable Methods for Utility Costs 


It would appear that this problem 
could be largely solved if a developer 
who extended the main line of a utility 
was allowed a reasonable credit each 
time any other individual tapped on to 
the extension he had financed. These 
tap fees paid to the utility or munici- 
pality would be passed back to the 
original developer until he had recov- 
ered his investment, plus interest, ex- 
cept for the fees he paid for each unit 
that he tapped on himself. (Might it 
even be wiser to allow him a profit, 
and thus create additional incentive for 
the extension of utility lines? Cer- 
tainly the needless expense of wells 
and septic tanks would be eliminated.) 

Although some _ utility companies 
have modified plans of this type, these 
plans usually have one disastrous loop- 
hole, whereby a rival developer who 
ties a large number of houses onto the 
line pays only the same single-tap fee 
as a single family would pay. Thus 
the ‘rivai developer, and many existing 
land owners not previously on utilities, 
reap large windfall profits at the ex- 
pense of the developer who extends 
the lines. 

Certainly the whole community 
would gain by a plan giving develop- 
ers reasonable assurance of a return 
of the capital they invest in utility 
and sewer extensions, instead of en- 
couraging them to bid up the price 
of land immediately adjacent to exist- 
ing utilities. 

The home buyer would benefit by 
both lower land costs and the avoidance 
of wasteful investment in temporary 
facilities. 

The community would benefit from 
accelerated land development at lower 
land costs, resulting in larger and more 
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aesthetic lots, as well as lower costs 
for park, school and other public lands. 

The only losers would be those who 
now reap windfall profits from the 
improvement of their property without 
paying their share of the expense, and 
the municipal or utility company ac- 
counting departments, which would 
prefer to avoid the additional work of 
keeping the relatively simple records 
needed to implement such a program. 


In Print 


Orders for publications reviewed are to be 
addressed to publisher in each case 
and not to URBAN LAND. 


Regulating Flood-plain Development. 
Francis C. Murphy. University of Chi- 
cago Press, Chicago, Illinois. 1958. 
206 pp., maps, photos, tables. $4.00. 

Many methods of regulating the 
use of land in flood-plains have been 
advocated in the past, but not many 
have actually been put into effect. This 
study is an attempt to examine what 
has been done, or is actually being 
done, throughout the United States to 
reduce flood damages by regulatory 
measures. Following his analysis, the 
author suggests several other govern- 
mental devices to cope with the 
problem. 

In addition to a bibliography of other 
sources of information, two appendices 
list excerpts from statutes and zoning 
ordinances of numerous jurisdictions 
on their provisions for regulating flood 
plains. This study is the best we have 
seen on the subject. 


1959 Plant Location. Simmons-Board- 
man Publishing Corp., 30 Church St., 
New York . N. Y., 1959. 330 pp., 

The 1959 Plant Location yearbook is 
the first issue of Simmons-Boardman’s 
new annual encyclopedia series on in- 
dustrial development facts and figures. 
Designed primarily for the site seeker, 
this book contains information and 
statisticdl data (primarily at the state 
and county level) on population, mar- 
kets, labor and manufacturing, raw 
materials, power and fuels, transpor- 
tation, taxes and labor laws, finance, 
climate, industrial development, and 
general public and private facilities and 
enrollment, recreational facilities, hos- 
pitals, newspapers, etc. Although much 
of the state and county statistical data 
(drawn primarily from 1949, ’50, ’54, 
and ’56 Census figures) is out of date, 
the material is well organized and the 


figures are in compact form for easy 
reference. An item of particular in- 
terest to industrial development rep- 
resentatives is the detailed outline of 
a community appraisal guide which is 
included. 


The Changing Economic Function of the 
Central City. Raymond Vernon. Com- 
mittee for Economic Development, 711 
Fifth Avenue, New York 22, N. Y. 
1959, 92 pp., single copies $1.00. 

An important paper in reference to 
all metropolitan cities, this report is a 
by-product of the New York Metro- 
politan Regional Study, a _ project 
financed by the Ford Foundation and 
the Rockefeller Brothers Fund. In this, 
“central city” and “downtown” are not 
synonymous; yet the implications for 
ithe central business 
cernible. According to this paper, pre- 
pared for the CED, the prognosis for 
the central city is continued decline in 
comparison with the whole metropol- 
itan cluster while its central business 
district holds on to continued vitality 
stemming from the central city’s office 
employment activity. As increases in 
office-type jobs occur, they will offer 
stimulus to some central business dis- 
tricts. On the other hand, beyond the 
downtown area, there is likely to be a 
long-run decline in intensive use of 
space for jobs and homes. The possi- 
bilities for re-using the “gray belt” of 
blight to any degree will require a re- 
turn to the city of middle-income fam- 
ilies which “would fly in the face of 
deep-seated historical trends.” For 
other than low-income housing, sub- 
sidized government intervention will 
be required on a scale much larger 
than any which heretofore has been 
contemplated. 
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Research Monograph 2 


Have you ordered your copy of 
the second in the new U.L.I. series 
of research Monographs? 


METROPOLITANIZATION OF THE 
UNITED STATES 


by Jerome P. Pickard 


economic geographer and popula- 
tion analyst of Washington, D. C. 


Special price to U.L.I. Members, 
and university libraries, students 
and faculty $2.00 per copy. Reg- 
ular price $4.00. 
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